LAWS of MINNESOTA for 1994
CHAPTER 625—S.F.No. 2192

An act relating to health; MinnesotaCare; establishing and regulating community inte-
grated service networks; defining terms; creating a reinsurance and risk adjustment associa-
tion; classifying data; requiring reports; mandating studies; modifying provisions relating to
the regulated all-payer option; modifying provisions relating to nursing facilities; requiring
administrative rulemaking; setting timelines and requiring plans for implementation; desig-
nating essential community providers; establishing an expedited fact finding and dispute res-
olution process; requiring proposed legislation; establishing task forces; providing for
demonstration models; mandating universal coverage; requiring insurance reforms; providing
grant programs; establishing the Minnesota health care administrative simplification act;
implementing electronic data interchange standards; creating the Minnesota center for health
care electronic data interchange; providing standards for the Minnesota health care identifi-
cation card; appropriating money; providing penalties, amending Minnesota Statutes 1992,
sections 60A4.02, subdivision 3; 60A4.15, subdivision 1; 624.303; 62A4.48, subdivision I,
62D.02, subdivision 4; 62D.04, by adding a subdivision; 62E.02, subdivisions 10, 18, 20, and
23; 62E.10, subdivisions 1, 2, and 3; 62E.141; 62E.16; 62J.03, by adding a siubdivision;
62J.04, by adding a subdivision; 62J.05, subdivision 2; 62L.02, subdivisions 9, 13, 17, 24, and
by adding subdivisions; 62L.03, subdivisions 1 and 6; 62L.05, subdivisions 1, 5, and 8;
62L.06; 62L.07, subdivision 2; 62L.08, subdivisions 2, 5, 6, 7, and by adding a subdivision;
62L.12; 62L.21, subdivision 2; 62M.02, subdivisions 5 and 21; 62M.03, subdivisions 1, 2, and
3; 62M.05, subdivision 3; 62M.06, subdivision 3; 724.20, by adding a subdivision; 144.1485;
144.335, by adding a subdivision; 144.581, subdivision 2; 145.64, subdivision 1; 256.9355, by
adding a subdivision; 256.9358, subdivision 4; 295.50, by adding subdivisions; 295.55, subdi-
visions 2 and 3; 3084.005, by adding a subdivision;, 3084.635, by adding a subdivision; and
318.02, by adding a subdivision; Minnesota Statutes 1993 Supplement, sections 434.317, by
adding a subdivision; 60K.14, subdivision 7; 61B.20, subdivision 13; 624.011, subdivision 3;
624,31, subdivision 1h; 624.36, subdivision 1; 624.65, subdivisions 2, 3, 4, 5, and by adding
a subdivision; 62D.12, subdivision 17; 62J.03, subdivision 6; 62J.04, subdivisions 1 and la;
62J.09, subdivisions la and 2; 62J.23, subdivision 4; 62J.2916, subdivision 2; 62J.32, subdivi-
sion 4; 62J.33, by adding subdivisions; 62J.35, subdivisions 2 and 3; 6271.38; 62J.41, subdivi-
sion 2; 62J.45, subdivision 11, and by adding subdivisions; 62L.02, subdivisions 8, 11, 15, 16,
19, and 26; 62L.03, subdijvisions 3, 4, and 5; 62L.04, subdivision 1; 62L.08, subdivisions 4
and 8; 62N.01; 62N.02, subdivisions 1, 8, and by adding a subdivision; 62N.06, subdivision 1;
62N.065, subdivision 1; 62N.10, subdivisions 1 and 2; 62N.22; 62N.23; 62P.01; 62P.03;
62P.04; 62P.05; 144.1464; 144.1486; 144.335, subdivision 3a; 144.802, subdivision 3b;
1444.071, subdivision 4a, as amended; 151.21, subdivisions 7 and 8; 256.9352, subdivision 3;
256.9353, subdivisions 3 and 7; 256.9354, subdivisions 1, 4, 5, 6, and by adding a subdivi-
sion; 256.9356, subdivision 3; 256.9357, subdivision 2; 256.9362, subdivision 6; 256.9363,
subdivisions 6, 7, and 9; 256,9657, subdivision 3; 256.9695, subdivision 3, as amended;
256B.0917, subdivision 2; 295.50, subdivisions 3, 4, and 12b; 295.52, subdivision 5; 295.53,
subdivisions 1, 2, and 5; 295.54; 295.58; and 295.582; H.F. 3210, article 1, section 2, subdivi-
sion 3; proposing coding for new law in Minnesota Statutes, chapters 624; 62J; 62N; 62P;
144; 3084, and 3174, proposing coding for new law as Minhesota Statutes, chapters 62Q and
62R; repealing Minnesota Statutes 1992, sections 62A4.02, subdivision 5; 62E.51; 62E.52;
62E.53; 62E.531; 62E.54; 62E.55; and 256,362, subdivision 5; Minnesota Statutes 1993 Sup-
plement, sections 62J.04, subdivision 8; 62N.07; 62N.075; 62N.08; 62N.085; and 62N.16;
Laws 1992, chapter 549, article 9, section 22.
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Ch. 625, Art. 1 LAWS of MINNESOTA for 1994 1508

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA:

_ ARTICLE 1
COMMUNITY INTEGRATED SERVICE NETWORKS

Section 1. [62J.016] GOALS OF RESTRUCTURING.

The state seeks to bring about changes in the health care delivery and
financing system that will assure guality, affordable, and accessible health care
for all Minnesotans. This goal will be accomplished by restructuring the delivery
system, the financial incentives, and the regulatory environment jn a way that
will make health care prov1ders and health plan companies more accountable to
consumers, group purchasers and communities for their costs and guality, their
effectiveness in meeting the health care ne_eds of all of their patients and enroll-
ees, and their contributions to improving the health of the greater community.

Sec. 2. [62J.017] IMPLEMENTATION TIMETABLE.

The state seeks to complete the restructuring of the health care delivery and
financing system by July 1, 1997. The restructured system will have two options:
(1) integrated service networks, which will be accountable for meeting state cost
containment, quality, and access standards; or (2) a uniform set of price and uti-
lization controls for all health care services for Minnesota residents not provided
through an integrated service network. Both systems will operate under the
state’s growth limits and will be structured to promote competition in the health

care marketplace.

Beginning July 1, 1994, measures will be taken to increase the public
accountability of existing health plan companies, to promote the development of
small, community-based integrated service networks, and to reduce administra-
tive costs by standardizing third-party billing forms and procedures and utiliza-
tion review requirements. Voluntary formation of other integrated service
networks will begin after rules have been adopted but not before July 1, 1996. 1996

system must be enacted or adopted by Janunary 1, 1996, and a phase-in of the
all-payer reimbursement system must begin on that date. By July 1, 1997, all
health coverage must be regulated under integrated service network or commu-
nity integrated service network law pursuant to chapter 62N or all-payer law
pursuant to chapter 62P.

Sec. 3. Minnesota Statutes 1993 Supplement, section 62N.02, is amended
by adding a subdivision to read:

Subd. 4a. COMMUNITY INTEGRATED SERVICE NETWORK. (a)
“Conmimunity integrated service network” or “community network” means a for-
mal arrangement licensed by the commissioner under section 62N.25 for provid-
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ing prepaid health services to enrolled populations of 50,000 or fewer enrollees,
including enrollees who are residents of other states.

(b) Notwithstanding paragraph (a), an organization licensed as a community
network that accepts payments for health care services on a capitated basis, or
under another similar risk sharing agreement, from a program of self-insurance
as described in section 60A.02, subdivision 3, paragraph (b), shall not be regu-
lated as a community network with respect to the receipt of the payments. The
payments are not premium revenues for the purpose of calculating the commu-
nity network’s liability for otherwise applicable state taxes, assessments, or sur-

charges, with the exception of:

(1) the MinnesotaCare provider @

(2) the one percent premium tax imposed in section 60A.15, subdivision 1,
paragraph (d); and

(3) effective July 1, 1995, assessments by the Minnesota comprehensive
health association,

This paragraph applies only where:

the self-insurance program’s expected costs;

(2) the employer does not carry stop loss, excess loss, or similar coverage
with an attachment point lower than 120 percent of the self-insurance program’s

expected costs;

(3) the community network and the employer comply with the data submis-
sion and administrative simplification provisions of chapter 62J;

(4) the community network and the employer comply with the provider tax
pass-through provisions of section 295.582;

(5) the community network’s required minimum reserves reflect the risk
borne by the community network under this paragraph, with an appropriate
adjustment for the 110 percent limit on risk borne by the community network;

(6) on or after July 1, 1994, but prior to January 1, 1995, the employer has
at least 1,500 current emplovees, as defined in section 62L.02, or, on or after
January 1, 1995, the employer has at least 750 current employees, as defined in
section 62L.02;

(7) the employer does not exclude any eligible employees or their depen-
dents, both as defined in section 621.02, from coverage offered by the employer,
under this paragraph or any other health coverage, insured or self-insured,
offered by the employer, on the basis of the health status or health history of the
person.
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This paragraph expires December 31, 1997,

Sec. 4. Minnesota Statutes 1993 Supplement, section 62N.02, subdivision

8, is amended to read:

Subd. 8. INTEGRATED SERVICE NETWORK. (a) “Integrated service
network” means a formal arrangement permitted by this chapter and licensed by
the commissioner for providing health services under this chapter to enrollees
for a fixed payment per time period. Integrated service network does not include
a community integrated service network.

(b) Notwithstanding paragraph (a), an organization licensed as an integrated
service network that accepts payments for health care services on a capitated
basis, or under another similar risk sharing agreement, from a program of self-
insurance as described in section 60A.02, subdivision 3, paragraph (b), shall not
be regulated as an integrated service network with respect 1o the receipt of the
payments. The payments are not premium revenues for the purpose of calculat-
ing the integrated service network’s liability for otherwise applicable state taxes,

assessments, or surcharges, with the exception oft

(1) the MinnesotaCare provider tax;

(2) the one percent premium tax imposed in section 60A.15, subdivision 1,
paragraph (d); and '

(3) effective July 1, 1995, assessments by the Minnesota comprehensive
health association. '

This paragraph applies only where:

cent of the self-insurance program’s expected costs;-

(2) the employer does not carry stop loss, excess loss, or similar coverage
with an attachment point lower than 120 percent of the self-insurance program’s

expected costs;

(3) the integrated service network and the emplover comply with the data
submission and administrative simplification provisions of chapter 627;

(4) the integrated service network and the employer comply with the pro-

vider tax pass-through provisions of section 295.582;

(5) the integrated service network’s required minimum reserves reflect the

risk borne by the integrated service network under this paragraph, with an
appropriate adjustment for the 110 percent limit on risk borne by the integrated
service network;

(6) on or after July 1, 1994, but prior to January 1, 1995, the employer hag
at least 1,500 current employees, as defined in section 621.02, or, on or after
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January 1, 1995, the employer has
section 62L.02;

t least 750 current employees, as defined in

(7) the employer does not exclude any eligible employees or their depen-
dents, both as defined in section 621..02, from coverage offered by the employer,
under this paragraph or any other health coverage, insured or self-insured,
offered by the employer, on the basis of the health status or health history of the

erson,

This paragraph expires December 31, 1997,

Sec. 5. [62N.25] COMMUNITY INTEGRATED SERVICE NETWORKS.

Subdivision 1. SCOPE OF LICENSURE. Beginning July 1, 1994, the com-
missioner shall accept applications for licensure as a community integrated ser-
vice network under this section. Licensed community integrated service
networks may begin providing health coverage to enrollees no earlier than Janu-
ary 1, 1995, and may begin marketing coverage to prospective enrollees upon
licensure.

Subd. 2. LICENSURE REQUIREMENTS GENERALLY. To be licensed
and to operate as a community inteprated service network, an applicant must
satisfy the requirements of chapter 62D, and all other legal requirements that
apply to entities licensed under chapter 62D, except as exempted or modified in
this section. Community networks must, as a condition of licensure, comply
with rules adopted under section 256B.0644 that apply to entities governed by
chapter 62D.

Subd. 3. REGULATION; APPLICABLE LAW. Community integrated ser-
vice networks are regulated and licensed by the commissioner under the same
authority that applies to entities licensed under chapter 62D, except as
exempted or modified under this section. All statutes or rules that apply to
health maintenance organizations apply to community networks, unless other-
wise specified. A cooperative organized under chapter 308A may establish a
community integrated service network. ’

Subd. 4. GOVERNING BODY. In addition to the requirements of section
munity integrated service network must @Tesi?ents of the community inte-
grated service network’s service area. Service area, for purposes of this
subdivision, may include contiguous geopraphic areas outside the state of Min-
nesota.

Subd. 5. BENEFITS. Community integrated service networks must offer
the health maintenance organization benefit set, as defined in chapter 62D, and
other laws applicable to entities regulated under chapter 62D, except that the
community integrated service network may impose a deductible, not to exceed
$1,000 per person per year, provided that out-of-pocket expenses on covered ser-
vices do not exceed $3,000 per person or $5,000 per family per year. The
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deductible must not apply to preventive health services as described in Minne-
sota Rules, part 4685.0801, subpart 8. Community networks and chemical
dependency facilities under contract w1th a community network shs shall use the
assessment criteria in Minnesota Rules, parts 9530.6600 to 9530.6660, when
assessing enrollees for chemical dependency treatment.

Subd. 6. SOLVENCY A communlty integrated service network is exempt
from the deposit, reserve, and solvency requirements specified in sections
62D.041, 62D. 042, 62D.043, and 62D.044 and shall comply 1nstead with sec-
tions 62N.27 1o 62N.32. In applymg sections 62N,27 to 62N.32, the 32, the commis-
sioner is exempt from the rulemaking requirements of haQte 14. However, to
the extent that there are analogous definitions or procedures i in “chapter 62D or
in in rules promuigated “thereunder, the commissioner shall follow those € existing
provisions rather than adoptmg a contrary approach or interpretation, This rule-

making exemption n shall expire on June 1, 1995,

Subd. 7. EXEMPTIONS FROM EXISTING REQUIREMENTS. Commu-
nity integrated service networks are exempt from the following requirements
applicable to health maintenance organizations:

(1) conducting focused studies under Minnesota Rules, part 4685.1125;

(2) preparing and filing, as a condition of licensure, a written quality assur-
ance plan, and a nnually filing such such a plan and and a work Qla n, under Minnesota
Rules, parts 4685.1110 and 4685.1130:

(3) maintaining statistics under Minnesota Rules, part 4685.1200;

(4) filing provider contract forms under sections 62D.03, subdivision 4, and
62D.08, subdivision 1;

(5) reporting any changes in the address of a network provider or length of
a provider contract or additions to the provider network to the commissioner
within ten days under section 62D.08, subdivision 5. Community networks must
report such information to the commissioner on a A quarterly basis. Community
networks th that fail to make the required guarterly filing are subject to the penal-
ties set forth in section 62D.08, subdivision 5;and

(6) preparing and filing, as a condition of licensure, a marketing plan, and
annually filing a marketing plan, under sections 62D. 03, subdivision 4, para-

graph (), and 62D.08, subdivision 1.

Subd. 8. PROVIDER CONTRACTS. The provisions of section 62D.123
are implied in every provider contract or agreement between a community inte-
grated service network and a provider, regardless of whether those provisions
are expressly included in the contract. No participating provider, agent, trustee,
or assignee of a participating provider has or may maintain any cause of action
against a subscriber or enrollee to collect sums owed by the community network.,

Subd. 9. EXCEPTIONS TO ENROLLMENT LIMIT. A community inte-
grated service network may enroll enrollees in excess of 50,000 if necessary to
comply with guaranteed .issue or guaranteed i renewal requirements of chapter
62L or section 62A.65.
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Sec. 6. [62N.255] EXPANDED PROVIDER NETWORKS,

Subdivision 1. PROVIDER ACCEPTANCE REQUIRED. Each health M
company, with the exception of an any health plan company with 50, 50,000 or fewer
enrollees and health plan companies that are exempt under subdivision 6 shall
establish an an expanded network of allied independent health providers, in addi-
tion to a preferred network. A health plan company shall accept as a grovider in
the expanded network a _}5 allied independent health provider who: (1) meets the

health Ql_al_g company s prov1der contract; and (_1 gree s to comply with all man-
aged care protocols of the health plan company. A preferred network shall be
considered an expanded network if all allied independent health providers w !VM
meet the requ1rements of clauses (1), (_L and (_)4 are accepted into into the preferred

xpanded network of allied independent health providers as as described under this
section.

Subd. 2 MANAGED CARE The manazed care protocols used b by the

referral from the health plan company before obtaining services from an allied
independent health provider in the expanded network; (2) limits on the number
and length of visits to allied independent health providers in the expanded net-
work allowed by each referral, as long as the number and length of visits allowed

independent health providers in in the preferred network; network; and (3) ongoing manage-
ment and review by the health plan company of the care provided by an allied
independent health provider in the expanded network after a referral is made.

Subd. 3. MANDATORY OFFERING TO ENROLLEES. Each health plan
company shall offer to enrollees the option of receiving covered services through
the expanded network of allied independent health providers established under
subdivisions 1 and 2. This This expanded network option may be offered as a sepa-
rate health plan, The network may establish separate premium rates and cost-
sharing requirements for this expanded network plan, as long as these premium
rates and cost-sharing requirements are actuarially justified and approved by the
commissioner. This subdivision does not apply to Medieare, medical assistance,
general assistance medical care, and MinnesotaCare. This subdivision is effec-
tive January 1, 1995, and applies to health plans issued or renewed, or offers of
health plans to be issued or renewed, on or after January 1, 1995, except that
this subdivision is effective January 1, 1996, for collective bargaining agree-
ments of the department of employee relations and the University of Minnesota.

Subd. 4. PROVIDER REIMBURSEMENT. A health plan company shall
pay each allied independent health provider in the expanded network the same
rate per unit of service as paid to allied independent health prov1der s in the pre-
ferred network.

Subd. 5. DEFINITIONS. (a) For purposes of this section, the followm_g
definitions apply.
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(b) “Allied independent health provider” means an independently enrolled
audiologist, chiropractor, dietitian, home health care provider, licensed marriage
and family therapist, nurse practitioner or advanced practice nurse, occupational
therapist, optometrist, optician, outpatient chemical dependency counselor,
pharmacist who is not employed by and based on the premises of a health plan
company, physical therapist, podiatrist, licensed psychologist, psychological
practitioner, licensed social worker, or speech therapist.

(c) “Home health care provider” means a provider of personal care assis-
tance, home health aide, homemaker, respite care, adult day care, or home ther-
apies and home health nursing services.

(d) “Independently enrolled” means that a provider can bill, and receive
direct payment for services from, a third-party payer or patient.

Subd. 6. EXEMPTION. A health plan company, to the extent that it oper-
ates as a staff model health plan company as defined in section 295.50, subdivi-

sion 12b, by employing allied independent health care providers to deliver
health care services to enrollees, is exempt from this section.

Sec. 7. [62N.26] SHARED SERVICES COOPERATIVE,

The commissioner of health shall establish, or assist jn establishing, a
shared services cooperative organized under chapter 308A to make available
administrative and legal services, technical assistance, provider contracting and
billing services, and other services to those community integrated service net-
works and integrated service networks that choose to participate in the coopera-
tive. The commissioner shall provide, to the extent funds are appropriated,
start-up loans sufficient to maintain the shared services cooperative until its
operations can be maintained by fees and contributions. The cooperative must
not be staffed, administered, or supervised by the commissioner of health. The
cooperative shall make use of existing resources that are already available in the

community, to the extent possibie,
Sec. 8. [62N.27] DEFINITIONS.

Subdivision 1. APPLICABILITY. For purposes of sections 62N.27 to
62N.32, the terms defined in this section have the meanings given. Other terms

62D.043, and 62D.044.

Subd. 2. NET WORTH. “Net worth” means admitted assets as defined in
subdivision 3, minus labilities. Liabilities do not include those obligations that
are subordinated in the same manner as preferred ownership claims under sec-
tion 60B.44, subdivision 10. For purposes of this subdivision, preferred owner-
ship claims under section 60B.44, subdivision 10, include promissory notes
subordinated to all other liabilities of the community integrated service network.

Subd. 3. ADMITTED ASSETS. “Admitted assets” means admitted assets
as defined in section 62D.044, except that real estate investments allowed by
section 62D.045 are not admitted assets. Admitted assets include the deposit
required under section 62N.32.
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Subd. 4. ACCREDITED CAPITATED PROVIDER. “Accredited capitated
provider” means a health care providing entity that:

(1) receives capitated payments from a community network under a con-
tract to provide health services to the network’s enrollees. For purposes of this
section, a health care providing entity is “capitated” when its compensation
arrangement with a network involves the provider’s acceptance of material
financial risk for the delivery of a predetermined set of services for a specified
period of time; :

(2) is licensed to provide and provides the contracted services, either
directly or through an affiliate. For purposes of this section, an “affiliate” is any
person that directly or indirectly controls, is controlled by, or is under common
control with the health care providing entity, and “control” exists when any per-
son, directly or indirectly, owns, controls, or holds the power to vote or holds
proxies representing no less than 80 percent of the voting securities or gover-
nance rights of any other person;

(3) agrees to serve as an accredited capitated provider of | a community net-
work or for the purpose of reducing the network’s net worth and deposit require-
ments under section 62N.28; and

(4) is approved by the commissioner as an accredited capitated provider for
a community network in accordance with section 62N.31.

Subd. 5. PERCENTAGE OF RISK CEDED. “Percentage of risk ceded”
means the ratio, expressed as a percentage, between capitated payments made
or, in the case of a new entity, expected to be made by 4 community network to
all accredited capitated providers during any contract year and the total pre-
mium revenue, adjusted to eliminate expected administrative costs, received for
the same time period by the community network,

Subd. 6. PROVIDER AMOUNT AT RISK. “Provider amount at risk”
means a dollar amount certified by a gualified actuary to represent the expected
direct costs to an accredited capitated provider for providing the contracted,
covered health care services to the enrollees of the network to which it is accred-
ited for a period of 120 days.

Sec. 9. [62N.28] NET WORTH REQUIREMENT.

Subdivision 1. REQUIREMENT. Except as otherwise permitted by this
chapter, each community network must maintain a minimum net worth equal to
the greater oft

(1) $1,000,000;

(2) two percent of the first $150,000,000 of annual premium revenue plus
one percent of annual premium revenue in excess-of $150,000,000,

(3) eight percent of the annual health services costs, except those paid on a
capitated or managed hospital payment basis, plus four percent of the annual
capitation and managed hospital payment costs; or
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(4) four months uncovered health services costs.

Subd. 2. DEFINITIONS. For purposes of this section, the following terms
have the meanings given;

(1) “capitated basis” means fixed per member per month payment or per-

contracted services without regard to the tvpe, value, or frequency of services
provided. For purposes of this definition, capitated basis includes the cost asso-
ciated with operating staff model facilities;

. (2) “managed hospital payment basis” means agreements in which the
financial risk is primarily related to the degree of utilization rather than to the
cost of services; and

(3) “uncovered health services costs” means the cost to the community net-
work of health services covered by the community network for which the
enrollee would also be liable in the event of the community network’s insol-

vency, and that are not guaranteed, insured, or assumed by a person other than
the comimunity network.

Subd. 3. REINSURANCE CREDIT. A community network may use the
subtraction for premiums paid for insurance permitted under section 62D.042,
subdivision 4.

Subd. 4. PHASE-IN FOR NET WORTH REQUIREMENT. A community
network may choose to comply with the net worth requirement on a phase-in
basis according to the following schedule:

of the third full calendar year of operation.

Subd, 5. NET WORTH CORRIDOR. A community network shall not
maintain net worth that exceeds two and one-half times the amount required of

purposes of this subdivision.

Subd. 6. NET WORTH REDUCTION. If a community network has con-
tracts with accredited capitated providers, and only for so long as those con-
tracts or successor contracts remain in force, the net worth requirement of
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$1,000,000. The phase-in requirements of subdivision 4 shall not be affected by
this reduction.

Sec. 10. [62N.29] GUARANTEEING ORGANIZATION.

A community network may satisfy its net worth and deposit requirements,
in whole or in part, through the use of one or more guaranteeing organizations,
with the approval of the commissioner, under the conditions permitted in chap-
ter 62D. Governmental entities, such as counties, may serve as guaranteeing

organizations subject o the requirements of chapter 62D.

Sec. 11. [62N.31] STANDARDS FOR ACCREDITED CAPITATED PRO-
VIDER. ACCREDITATION.

Subdivision 1. GENERAL. Each health care providing entity seeking initial
accreditation as an accredited capitated provider shall submit to the commis-
sioner of health sufficient information to establish that the applicant has opera-
tional capacity, facilities, personnel, and financial capability to provide the
contracted covered services to the enrollees of the network for which it seeks
accreditation (1) on an ongoing basis; and (2) for a period of 120 days following
the insolvency of the network without receiving payment from the network.
Accreditation shall continue until abandoned by the accredited capitated pro-
vider or revoked by the commissioner in accordance with subdivision 4. The
applicant may establish financial capability by demonstrating that the provider

a letter of credit, the taxing authority of the applicant or governmental sponsor
of the applicant, an unrestricted fund balance at least two times the provider
amount at risk, reinsurance, either purchased directly by the applicant or by the
community network to which it will be accredited, or any other method accept-
ed by the commissioner. Accreditation of a health care providing entity shall not
in itself limit the right of the accredited capitated provider to seek payment of
unpaid capitated amounts from a community network, whether the community
network is solvent or insolvent; provided that, if the community network is sub-
ject to any liquidation, rehabilitation, or conservation proceedings, the accred-
ited capitated provider shall have the status accorded creditors under chapter’
60B.44, subdivision 10.

Subd. 2. ANNUAL REPORTING PERIOD. Each accredited capitated pro-

the prior year and estimated for the current year, any material change in the
provider’s operational or financial capacity since its last report, and any other
information reasonably requested by the commissioner.

Subd. 3. ADDITIONAL REPORTING. Each accredited capitated provider
shall provide the commissioner with 60 days’ advance written notice of termina-
tion of the accredited capitated provider relationship with a network.
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Subd. 4. REVOCATION OF ACCREDITATION. The commissioner may
revoke the accreditation of an accredited capitated provider if the accredited

capitated provider’s ongoing operational or financial capabilities fail to meet the
requirements of this section. The revocation shall be handled in the same fash-
ion as placing a health maintenance organization under administrative supervi-
sion.

Sec. 12. [62N.32] DEPOSIT REQUIREMENT.

A community network must satisfy the deposit requirement provided in sec-

through the use of a guaranteeing organization.

Sec. 13. [62N.33] COVERAGE FOR ENROLLEES OF INSOLVENT
NETWORKS. , '

In the event of a community network insolvency, the commissioner shall

determine whether one or more community networks or health plan companies

nity network’s enrollees, and if so, the commissioner shall facilitate the provi-

sion of the replacement coverage. If such replacement coverage is not available,
the commissioner shall randomly assign enrollees of the insolvent community
network to other community networks and health plan companies in the service
area, in proportion to their market share, for the remaining terms of the enroll-
ees’ contracts with the insolvent network., The other community networks and
health plan companies must accept the allocated enrollees under their policy or

network. The allocation must keep groups together. Enrollees with special conti-

nuity of care needs may, in the commissioner’s discretion, be given a choice of
replacement coverage rather than random assignment. Individuals and groups
that are assigned randomly may choose a different community network or health
plan company when their contracts expire, on the same basis as any other indi-
vidual or group. The replacement health plan company must comply with any
guaranteed renewal or other renewal provisions of the prior coverage, including
but not limited to, provisions regarding preexisting conditions and health condi-

tions that developed during prior coverage.

Sec. 14. [62N.34] INSOLVENCY FUNDING.

(a) In the event of an insolvency of a community network, all other commu-

nity networks and health plan companies shall be assessed a surcharge, if neces-
sary to pay expenses and claims set forth in paragraph (b), based on average
annual premiums on health plans as defined in section 62A.011. For purposes of
this section, “average annual premiums” means annual premiums averaged over
the three most recent calendar years for which information is available preced-
ing the calendar year in which the community network became insolvent. The

total of all such surcharges upon a community network or health plan company
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shall not, in any one calendar year, exceed two percent of the community net-
work’s or health plan company’s average annual premium in this state on health
plans as defined in section 62A.011.

(b) Money raised by the assessment shall be used to pay for the folloWing, to

the extent that they exceed the community network’s deposit and other remain-
ing assets:

(1) expenses in connection with the insolvency and transfer of enrollees;

(2) outstanding fee-for-service claims from nonparticipating providers, dis-
counted by 25 percent of the claim amount. Claims incurred after the imple-
mentation of the fee schedules provided under chapter 62P will be reimbursed
at the fee schedule amount discounted by 25 percent. Providers may not seek to

recover the unpaid portion of their claim from enrollees; and

(3) premiums to community networks and health plan companies that take
enrollees of the insolvent community network, prorated to account for premi-
ums already paid to the insolvent community network on behalf of those enroll-
ees, to purchase coverage for time periods for which the insolvent community
network can no longer provide coverage.

sultation with community networks and other health carriers, shall report to the
legislature and governor on the continuing viability of the assessment approach
and on the merits of potential alternative funding sources.

Sec. 15. [62N.35] BORDER ISSUES.

(c) In any year in which an assessment is made, the commissioner, in con-

— s o ] T R

ate under the health maintenance organization or similar prepaid health care
law of another state must be licensed and regulated by this state in a manner
that avoids unnecessary duplication and expense for the community network.
The commissioner shall communicate with regulatory authorities in neighboring
states to explore the feasibility of cooperative approaches to streamline regula-
tion of border community networks, such as joint financial audits, and shall
report to the legislature on any changes to Minnesota law that may be needed to
implement appropriate collaborative approaches to regulation.

Sec. 16. STUDY OF SOLVENCY REGULATION OF INTEGRATED
SERVICE NETWORKS. 8

The commissioners of health and commerce shall develop the solvency stan-
dards for the integrated service networks created by Minnesota Statutes, chapter
62N. The solvency standards for integrated service networks must be effective
no later than January 1, 1996.

The standards may use a risk-based capital standard as an integral tool to
assess solvency of the integrated service networks. The standards may require
that integrated service networks file the risk based capital calculation as part of

the annual financial statement. The risk-based capital standard for integrated
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service networks may be based upon the national association of insurance com-

missioners health organization risk based capital standards currently under
development, with any necessary modifications to reflect the unigue risk charac-
teristics of integrated service networks. Those modifications must be based upon

an actuarial analysis of the effect on risk.

Sec. 17. MONITORING OF REINSURANCE ACCESSIBILITY FOR
COMMUNITY NETWORKS.

The commissioners of commerce and health shall monitor the private sector
market for reinsurance, in order to determine whether community integrated
serv1ce networks are able to purchase remsurance at competmve rates. If the

not affordable _tg community integrated service networks, the commissioners

shall recommend to the legislature a voluntary or mandatory reinsurance pur-
chasing pool for community integrated service networks. The commissioners’
recommendations shall address the conditions under which community net-
works would be permitted or required to participate in the pool and the role of
the state in overseeing or administering the pool.

Sec. 18. REVISOR INSTRUCTIONS.

The revisor of statutes shall recode section 6 establishing an expanded pro-
vider network from Minnesota Statutes, chapter 62N to Minnesota Statutes,
chapter 620, and change all references to that section in Minnesota Statutes
accordingly.

Sec. 19. EFFECTIVE DATE.

ARTICLE 2

REQUIREMENTS FOR ALL HEALTH PLAN COMPANIES

Section 1. Minnesota Statutes 1993 Suppiement, section 62J.33, is amended
by adding a subdivision to read:

Subd. 3. OFFICE OF CONSUMER INFORMATION. The commissioner
shall create an office of consumer information to assist health plan company

enrollees and to serve as a resource center for enrollees. The office shall operate
within the information clearinghouse. The functions of the office are:

(1) to assist enrollees in understanding their rights;

includlng internal complamt systems w1th1n health carriers, community 1nte-
grated service networks, integrated service networks, and the departments of
health and commerce;
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(3) to provide information on coverage options in each regional coordinat-
ing board region of the state;

(4) to provide information on the availability of purchasing pools and
enrollee subsidies; and

(5) to help consumers use the health care system to obtain coverage.

The office of consumer information shall not provide legal services to con-
sumers and shall not represent a consumer or enrollee. The office of consumer
information shall not serve as an advocate for consumers in disputes with health
plan companies. Nothing in this subdivision shall interfere with the ombudsman
program established under section 256B.031, subdivision 6, or other existing
ombudsman programs.

Sec. 2. Minnesota Statutes 1993 Supplement, section 62J.33, is amended by
adding a subdivision to read:

Subd. 4. INFORMATION ON HEALTH PLAN COMPANIES. The
information clearinghouse shall provide information on all health plan compa-
nies operating in a specific geographic area to consumers and purchasers who

request it.

Sec. 3. Minnesota Statutes 1993 Supplement, section 627 .33, is amended by
adding a subdivision to read:

Subd. 5. DISTRIBUTION OF DATA ON QUALITY. The commissioner
shall make available through the clearinghouse hospital quality data collected
under section 621.45, subdivision 4b, and health plan company quality data col-
lected under section 62J.435, subdivision 4c.

Sec. 4. Minnesota Statutes 1993 Supplement, section 62J.45, is amended by
adding a subdivision to read:

Subd. 4a. EVALUATION OF CONSUMER SATISFACTION; PRO-
VIDER INFORMATION PILOT STUDY. (a) The commissioner may make a
grant to the data institute to develop and implement a mechanism for collecting
comparative data on consumer satisfaction through adoption of a standard con-
sumer satisfaction survey. As a condition of receiving this grant, the data insti-
tute shall appoint a consumer advisory group which shall consist of 13
individuals, representing enrollees from public and private health plan compa-
nies and programs and two uninsured consumers, to advise the data institute on

issues of concern to consumers. The advisory group must have at least one
member from each regional coordinating board region of the state. The advisory
group expires June 30, 1997. This survey shall include enrollees in community
integrated service networks, integrated service networks, health maintenance

organizations, preferred provider organizations, indemnity insurance plans, pub-

and group purchasers shall provide enrollment information, including the
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names, addresses, and telephone numbers of enrollees and former enrollees and

enrollment information prov1ded by the ‘health plﬁ companies and group u
chasers is classified as private data on individuals, as defined in section 13.02,
subdivision 12. The data institute shall provide raw unaggregated data to the
data analysis unit. The data institute may analyze and prepare findings from the
1aw, unaggregated data, and the findings from this survey may be included in the
health plan company report cards, and in other reports developed by the data
analysis unit, in consultation with the data institute, to be disseminated by the
information clearinghouse. The raw unageregated data is classified as private
data on individuals as defined in section 13.02, subdivision 12, The survey may
include information on the following subjects:

(1) enrollees’ overall satisfaction with their health care plan;

(2) consumers’ perception of access to emergency, urgent, routine, and pre-
ventive care, including locations, hours, waiting times, and access to care when

needed;

(3) premiums and costs;

(4) technical competence of providers;

(5) communication, courtesy, respect, reassurance, and support;

(6) choice and continuity of providers;

(7) continuity of care;
(8) outcomes of care;

(9) services offered by the plan, including range of services, coverage for pre-
ventive and routine services, and coverage for illness and hospitalization;

(10) availability of information; and

(11) paperwork.

(b) The commissioner, in consultation with the data institute, shall develop
a pilot study to collect comparatlv ¢ data from health care providers on opportu-
nities and barriers to the provision o_f quality, cost-effective health care. The pro-
vider information pilot study shall include providers in community integrated
service networks, integrated service networks, health maintenance organizations,
preferred provider o rgamzatlons, 1ndemn1ty insurance plans, public programs,
and other health plan companies. Health plan companies and group purchasers
§hill provide to the commissioner providers’ pames, health plan assignment,
and other appropriate data necessary for the commissioner to conduct the study.
The provider information pilot study shall examine factors that increase and
hinder access to the provision of quality, cost-effective health care. The study
may examine:
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g_) administrative barriers and facilitators;

(_) time spent obtaining permission for appropmate and necessag treat-
ments;

(3) latitude to order appropriate and necessagz tests, pharmaceuticals, and
referrals to specialty providers;

(4) assistance available for decreasing administrative and other routine
paperwork activities;

(5) continuing education opportunities provided;

(6) access to readily available information on diagnoses, diseases, outcomes,
and new technologies;

(7) continuous quality improvement activities;

(8) inclusion in administrative decision-making;

(9) access to social services and other services that facilitate continuity of
care;

(10) economic incentives and disincentives;

(11) peer review procedures; and

(12) the prerogative to address public health needs.

In selecting additional data for collection, the commissioner shall consider
the: (1) statistical validity of the indicator; (2) public need for the information;
(3) estimated expense of collecting and reporting the indicator; and (4) useful-
ness of the indicator to identify barriers and opportunities to improve guality
care provision within health plan companies.

Sec. 5. Minnesota Statutes 1993 Supplement, section 62J.45, is amended by
adding a subdivision to read:

Subd. 4b. HOSPITAL QUALITY INDICATORS. The commissioner, in
consultation with the data institute, shall develop a system for collecting data on
hospital quality. The commissioner shall require a licensed hospital to collect

structural characteristics including staﬁ‘-mlx and nurse-patlent ratios. In select-
ing additional data for collection, the commissioner shall consider: (1) feasibility
and statistical validity of the indicator; (2) purchaser and public demand for the
indicator; (3) estimated expense of collecting and reporting the indicator; and (4)
usefulness of the indicator for internal improvement purposes.

Sec. 6. Minnesota Statutes 1993 Supplement, section 62J.45, is émended by
adding a subdivision to read:
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